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FIELD OF THE INVENTION 
This invention relates generally to a method of capturing customer transaction 
data, more specifically, to a method for capturing customer transaction data through 
existing multi-merchant payment networks, which provide for credit card, debit card, or 
prepaid card transactions, by routinely declining authorization requests. 

BACKGROUND OF THE INVENTION 
In the last several years, many loyalty programs have been developed for 
rewarding customers for making purchases at retail outlets or for using a particular credit 
card for making purchases. These include, inter alia,: the now familiar programs 
conducted by supermarkets that give customers discounts on items being purchased; 
point programs, which give customers points or mileage which can be redeemed for 
airline travel or other valuable goods or services; rebate programs that provide a cash 
rebate to the customer; and donation programs, where a donation is made to a particular 
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non-profit entity on behalf of the customer. These programs all require that certain 
customer transaction data be captured and recorded. At a minimum, this customer 
transaction data includes data identifying the customer, data indicating a purchase was 
made, data indicating where the purchase was made and in most situations data 
identifying the amount of the customer's purchase. 

These programs generally fall into two categories: programs which are funded by 
merchants as an incentive for customers to shop at the merchant that is funding the 
program, and programs funded by financial institutions or credit companies as an 
incentive for customers to use a particular credit or debit source for consummating 
purchases. The programs which are funded by merchants are administered either by the 
merchant itself using its internal data collection system to capture customer transaction 
data, or are conducted through clearinghouses, which acquire the customer transaction 
data for the merchant and then bill the merchant an agreed upon amount for crediting the 
customer with rewards. A clearinghouse may or may not be a financial institution. 

When a clearinghouse is used to administer a program, the clearinghouse acquires 
the data necessary for billing a merchant for the costs of the rewards and crediting the 
customer with rewards, by issuing a loyalty card to the customer. When making a 
purchase, the customer swipes the loyalty card at a point-of-sale (POS) terminal at a 
participating merchant. The customer transaction data and additional data identifying the 
merchant are then transmitted to the clearinghouse. In order for the clearinghouse to 
receive the data from the POS terminal, the terminal must be programmed at the point-of- 
sale to recognize a card issued by the clearinghouse and, upon recognizing such a card, to 
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dial into the clearinghouse's computer system. This method is referred to by those 
skilled in the art as "split-dial" since the POS terminal is programmed to dial into the 
merchant's acquiring bank to process credit card transactions and is also programmed to 
dial into the clearinghouse's computer system to transmit the transaction data. 

The split-dial method for acquiring the data necessary to administer loyalty 
rewards programs is costly and inefficient. The merchant's POS terminals must be 
programmed to recognize the specific loyalty card and to dial into the clearinghouse that 
is administering the program. The costs associated with programming the POS terminals 
are a deterrent to merchant participation in such programs. 

Loyalty programs funded by financial institutions and credit card companies 
generally do not require the programming of POS terminals in order to administer the 
programs since the POS terminals are already programmed to consummate a payment 
card transaction. In these programs the customer transaction data necessary for 
administering the program is obtained from the payment card transaction data sent from 
the POS to the issuing financial institution. However, such programs are limited in that 
the customer is only rewarded for transactions made with a particular credit card, debit 
card or prepaid card. Transactions consummated with cash, check or other sources of 
funds are not rewarded. 

Therefore, a method for capturing customer transaction data for administering a 
loyalty program is desired that captures customer transaction data for a customer 
transaction regardless of how the transaction is consummated and which does not require 
the POS terminals to be programmed for split-dial operation. 
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SUMMARY OF THE INVENTION 
To achieve the foregoing and in accordance with the purpose of the present 
invention, a method of capturing customer transaction data for the administration of a 
loyalty program is disclosed that permits the capture of the customer transaction data 
independent of the form of payment a customer uses to consummate a transaction and 
obviates the need for programming POS terminals for split dial operation. The method of 
this invention utilizes existing multi-merchant payment network infrastructure and 
authorization systems to deliver customer transaction information to a clearinghouse 
whether the customer uses cash, a check, a credit card, a debit card or other form of 
payment to consummate the transaction. Such multi-merchant payment networks, 
include, but are not limited to the Visa, Mastercard, Discover, an American Express 
payment networks which facilitate the consummation of customer transactions when 
credit cards, debit cards or prepaid cards are used for payment. 

The method of the present invention provides numerous advantages and features 
over the prior art. The elimination of the need to program a POS terminal for split dial 
operation saves merchants wishing to participate in a loyalty program the time and 
expense of programming the POS terminals to recognize a loyalty card and to dial into a 
clearinghouse for capturing the customer transaction data. The elimination of the need 
for split-dial programming also provides additional flexibility, in that merchants can 
participate in several loyalty programs without additional overhead expense. 

The method of the present invention further permits any merchant accepting Visa, 
Matstercard, Discover, American Express or other card which utilizes a multi-merchant 
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payment network for processing credit, debit or prepaid transactions to participate in any 
loyalty program which utilizes this invention. For example, a small retail merchant on 
the East Coast which accepts Mastercard for payment could participate in a loyalty 
program administered by a clearinghouse in California, and another loyalty program 
administered by a clearinghouse in Florida without making any changes to its POS 
terminal. 

Merchants will find loyalty programs utilizing the method of this invention 
desirable over the prior art, since the method permits merchants to leverage its rewards 
with other merchants participating in the same loyalty program. As an example, a 
restaurant may offer loyalty points in a particular loyalty program to a customer based on 
his purchases at the restaurant. A retail store could also offer points in the same loyalty 
program to the same customer, based on his purchases in the retail store. Heretofore, 
such leveraging in loyalty programs has been limited because each merchant participating 
in a particular loyalty program was required to program its POS terminals for split dial 
operation. 

An additional advantage of the present invention is that a merchant may offer 
varying rewards for purchases based on the time of the day or the date the transaction is 
consummated. For instance, a restaurant may offer an increased reward for diners eating 
at off-peak hours, or a furniture store may offer increased rewards on a special date, such 
as a holiday. 

Another advantage of the present invention is that it permits rewards accumulated 
by a customer to be awarded to the customer, to a non-profit entity or entities of the 
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customer's choosing, or to both the customer and a non-profit entity or entities. In a 
preferred embodiment of this invention rewards accumulated by a customer are split with 
a fraction of the rewards providing for a donation to a charity or non-profit entity at 
regular intervals while the remaining rewards may be redeemed by the customer for cash, 
services or items of value. 

Another advantage of this invention is that it facilitates the gathering of customer 
information for use in identifying potential new credit customers. Information regarding 
a customers purchases whether made with cash, check, credit card, debit card or other 
payment source can be used in assessing a potential credit customer's spending patterns 
and credit-worthiness. This information is valuable to both the merchant, who may wish 
to extend credit to a particular customer, and the clearinghouse that may wish to offer a 
credit-card to the customer. 

BRIEF DESCRIPTION OF THE DRAWINGS 
FIG. 1 illustrates an existing credit/debit card approval process, split-dial 
operations to a clearinghouse and one embodiment of the method of acquiring 
customer transaction data for a loyalty program of this invention 
FIG 2 illustrates an alternative existing credit/debit card approval process and 
another embodiment of the method of acquiring customer transaction data for a 
loyalty program. 

DETAILED DESCRIPTION OF EXEMPLARY EMBODIMENTS 
The subject of this invention is more easily understood with reference to FIG. 1 . 
In a typical Visa or MasterCard credit card or debit card transaction, a merchant 
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calculates the amount of a purchase and asks the customer for payment. The customer 
then presents the merchant with a payment card that provides access to the particular 
source of funds the buyer would like to use to make the purchase. The payment card is 
then run through a POS terminal (1) with the amount of the sale entered either manually 
or automatically by a cash register. A transaction data packet is then transmitted (2) to 
the merchant's acquiring bank (3). The transaction data packet comprises data, including: 
a merchant's identification number, the merchants "doing-business-as" name, the 
merchant's street address, the merchant's city, the merchant's zip code, the merchant's 
state, the merchant's country, the merchant's classification code, the transaction amount, 
the net transaction court, the credit card or debit card number and the transaction date. 

The merchant's acquiring bank (3) then identifies the financial institution that 
issued the buyer's credit card through a Bank Identification Number (BIN) contained in 
the credit card or debit card number and routes (5) an authorization request through the 
existing credit card network infrastructure (4) to an issuing processor associated with the 
issuing financial institution (5). If the cardholder has sufficient credit or funds to cover 
the transaction, the issuing processor authorizes the transaction, generates an 
authorization code and puts a hold on the cardholder's account for the amount of the 
transaction. If the cardholder does not have sufficient funds or credit, the issuing 
financial institution generates a declining code. The issuing financial institution (5) sends 
(7) the authorization or declining code to the merchant's acquiring bank (3) through the 
existing payment card network infrastructure (4). The merchant's acquiring bank, in 
turn, transmits (8) the authorization or declining code to the merchant's POS terminal (1). 
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If the issuing financial institution (6) transmitted a declining code, the cardholder must 
present another form of payment, e.g. cash, traveler's checks, or other credit or debit 
cards which access different funds in order to complete the transaction. 

In a merchant funded loyalty program, the POS terminal (1) is programmed to 
recognize a loyalty card issued by the merchant or clearinghouse. The POS terminal is 
also programmed to dial into a clearinghouse (10) in order to transfer data necessary for 
administering the loyalty reward program. To capture customer transaction data for a 
particular transaction, the loyalty card is swiped in the POS terminal (1). The terminal 
recognizes the loyalty card as one accepted by the merchant. The POS terminal dials into 
the clearinghouse (8) and then transmits the data necessary for administering the loyalty 
program to the clearinghouse(lO). Once the data is transmitted, the POS terminal (1) 
disconnects from the clearinghouse (10). 

Thus it is known in the art that customer transaction data can be transmitted to a 
clearinghouse using a direct connection to the clearinghouse. It is also known that 
customer transaction data can be transmitted over the existing credit card network 
infrastructure to a financial institution that issued a credit or debit card when that 
particular credit card or debit card is used to a consummate a transactions. It is also 
known that issuing financial institutions use the customer transaction data to provide 
loyalty rewards and other incentives to customers. This is common in the industry where 
an issuing financial institution provides a payment card to a customer, which permits the 
customer to receive points or miles on an airline's frequent flyer program. The issuing 
financial institution captures the customer transaction data when the payment card is used 
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to consummate the customer transaction and awards the points or miles based on the 
customer transaction data. A fundamental limitation of this method of acquiring 
customer transaction data is that the customer transaction information is captured only 
when the customer uses the credit card or debit card issued by the issuing financial 
institution to consummate the customer transaction. If the customer does not use the 
credit card or debit card issued by the financial institution to consummate the transaction, 
or if the issuing financial institution declines the transaction, the customer does not 
receive a reward, even if the sale is consummated using another form of payment. 

The present invention overcomes the limitations of the prior art and provides a 
method for capturing customer transaction information over the existing payment card 
network infrastructure which permits the capture of customer transaction data regardless 
of the form of payment used to consummate the transaction and without the necessity of 
programming POS terminals for slit-dial operation. 

The method of this invention utilizes the existing payment card authorization 
infrastructure as described above, to capture customer transaction information at a 
clearinghouse for administering a loyalty program. Referring again to FIG 1 . In the 
present invention, a clearinghouse issues the customer a loyalty card which has a unique 
card number containing a Bank Identification Number (BIN) associated with the 
clearinghouse. When a customer makes a purchase at a participating merchant data from 
the loyalty card is entered into a POS terminal(l). In a preferred embodiment of this 
invention, the data from the card is entered into the terminal via a magnetic strip on the 
back of the loyalty card, which is read by the POS terminal (1) when the card is swiped 
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through the terminal. A data packet is transmitted (2) by the POS terminal (1) to the 
merchant's acquiring bank (3). The merchant's acquiring bank (3) then identifies the 
clearinghouse processor associated with the clearinghouse (12) that issued the loyalty 
card through the Bank Identification Number (BIN) contained in the loyalty card number. 
An authorization request is routed (11) through the existing payment card network 
infrastructure (4) to the clearinghouse (12) The clearinghouse processor (12) records the 
customer transaction data, for use in administering the loyalty program and issues a 
declining code, sending (13) the declining code to the merchant's acquiring bank (3) 
through the existing payment card network infrastructure (4). The merchant's acquiring 
bank (3), in turn, transmits (8) the declining code to the merchant's POS terminal (1). 
Since a declining code is received by the merchants POS terminal, the transaction is not 
consummated and the loyalty cardholder presents another form of payment, e.g. cash, 
traveler's checks, or other credit or debit cards which access different funds in order to 
consummate the transaction. 

In a preferred embodiment of this invention the data packet includes information 
identifying the time of the transaction and the items or services purchased by the 
customer. The time of the transaction may be used in administering the loyalty program 
by permitting merchants to offer variable rewards depending on the time of the 
transaction. Information regarding the services or items purchased can be collected, 
collated and provided to participating merchants to assist them in accounting and 
inventory auditing. 
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An important feature of another embodiment of this invention is that a stand-in 
limit of $0 is applied to each transaction. A stand-in limit is known to those of skill in 
that art as pre-arranged dollar limits which permit a Merchant's acquiring bank to send ai 
authorization code to a POS terminal if no authorization or declining code is received in < 
specified period of time as long as the transaction amount is below the pre-arranged 
dollar limit. The stand-in-limits facilitate the approval of relatively small transactions 
when heavy traffic, service, or malfunction prevent the existing payment card 
infrastructure or the issuing processor from issuing a timely authorization code or 
declining code. In this case customer transaction data is retained by the merchant's 
acquiring bank and transferred to the issuing financial institution during a settlement 
process some time thereafter. A maximum stand-in-limit is pre-arranged by the issuing 
financial institution, because the issuing financial institution assumes the risk that the 
customer has sufficient credit or funds to cover the transaction. 

As stated before, it is an important feature to this invention that a stand-in limit of 
$0 is applied to each transaction. Therefore if no approval or decline code is received by 
the merchant's acquiring bank within a specified period of time, the merchant's acquiring 
bank will send a decline code to the POS terminal. The customer transaction data from 
such a transaction will be then transmitted to the clearinghouse during the settlement 
process. 

A separate embodiment of this invention is used to capture customer transaction 
data on a closed loop multi-merchant payment network. In a typical closed loop multi- 
merchant payment network, customer transactions are consummated using a credit-card, 
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a debit card, or a prepaid card. Referring now to FIG. 2. In a closed loop multi-merchant 
payment network a credit-card, a debit card, or a prepaid card associated with a particular 
is swiped at the POS terminal (11) The POS terminal recognizes the card as one 
associated with the particular financial institution and transmits(12) a transaction data 
packet directly to a processor associated with the particular financial institution (14)over 
an existing multi-merchant payment network (13). If the customer presenting the card 
has sufficient credit or funds to cover the transaction, the processor associated with the 
financial institution authorizes the transaction, generates an authorization code and puts a 
hold on the cardholder's account for the amount of the transaction. If the cardholder does 
not have sufficient funds or credit, the processor associated with the financial institution 
generates a declining code. The financial institution (14) sends (15) the authorization or 
declining code directly back to the POS over the multi-merchant payment. If the 
financial institution (14) transmitted a declining code, the cardholder must present 
another form of payment, e.g. cash, traveler's checks, or other credit or debit cards which 
access different funds in order to complete the transaction. 

Using an embodiment of this invention, customer transaction data can be captured 
using a non-payment card by issuing a customer a loyalty card which has a unique card 
number which is associated with a particular financial institution. When a customer 
makes a purchase at a participating merchant, data from the loyalty card is entered into a 
POS terminal(l). In a preferred embodiment of this invention, the data from the card is 
entered into the terminal via a magnetic strip on the back of the loyalty card, which is 
read by the POS terminal (1 1) when the card is swiped through the terminal. The POS 
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terminal recognizes the card as one associated with the particular financial institution and 
transmits (12) a transaction data packet directly to a processor associated with the 
particular financial institution (14) over an existing multi-merchant payment network 
(13). The processor associated with the particular financial institution (13) then records 
the customer transaction data and issues a declining code. The financial institution (14) 
sends (15) the declining code directly back to the POS over the multi-merchant payment 
network. The customer then presents another form of payment, e.g. cash, a traveler's 
check, credit card or debit card to consummate the transaction. 
CONCLUSIONS AND SCOPE 

Accordingly, the reader will see that the method of acquiring customer transaction 
data for a loyalty program of this invention provides many advantages over the prior art. 
These benefits include increased incentive for merchant participation in loyalty programs, 
increased incentives for clearinghouses and financial institutions to participate in the 
loyalty programs and increased incentives for customers to participate in loyalty 
programs. 

Although the description above contains many specificities, these should not be 
construed as limiting the scope of the invention but merely providing illustrations of 
some of the presently preferred embodiments of this invention. Thus the scope of the 
invention should be determined by the appended claims and their legal equivalents, rather 
than by the examples given. 



